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Consolidated financial statements and Auditors’ Report 


Directors and Officers 


ANNUAL MEETING 


The Annual Meeting of 
Coldstream Mines Limited 

will be held on Thursday, April 26, 
1973 at 2:30 p.m. in the British 
Columbia Room of The Royal York 
Hotel, Toronto, Ontario. 


Directors’ Report to Shareholders 


Your Directors are particularly pleased to present this report for the year ended December 31, 1972, 
which ts the first annual report of your Company since its formation on December 30, 1971 by the amal- 
gamation of North Coldstream Mines Limited and Tontine Mining Limited. 


A new method of financial reporting has been adopted in this report by including in the accompanying 
consolidated financial statements of the Company that proportion of the 1972 earnings of International 
Mogul Mines Limited which relates to the Company’s holdings in shares of International Mogul. In more 
technical terms, the equity accounting method of presentation has been adopted. It is our opinion that 
this method presents the most meaningful picture of the Company’s financial position because its sub- 
stantial shareholdings in International Mogul represent effective control of that company. 


Consolidated net income of your Company for 1972, on the equity basis of accounting described above, 
amounted to $1,230,000 or 61¢ per share. Combined net earnings of the two predecessor companies 
for the year 1971, immediately prior to amalgamation, on the same equity basis of accounting, would 
have amounted to $162,000 or 8¢ per share of the Company. 


Your Company beneficially owns 801,400 shares of International Mogul being 30.7% of the issued shares 
and has agreed to purchase, subject to your approval, an additional 194,185 shares which will increase 
its holdings to 38.2%. The vendors of these additional shares are controlling shareholders of the Company 
and companies associated with International Mogul. The consideration payable by the Company consists 
of 852,883 of its shares, to be issued from treasury. The basis of exchange is related to the average ratio 
between the closing bid price on The Toronto Stock Exchange of the Company’s shares and shares of 
International Mogul for a period of approximately three months immediately prior to the dates of the 
respective purchase agreements. 


The acquisition of additional shares of International Mogul was negotiated to strengthen the Company's 
control position and as the final step in a series of transactions which were designed to simplify the 
relationship existing between the Coldstream-International Mogul group of companies. These transactions 
included the merging of North Rankin Nickel Mines Limited and McWatters Gold Mines, Limited to 
form Tontine Mining Limited and the subsequent amalgamation of North Coldstream Mines Limited 
and Tontine Mining Limited to form your Company. Your directors believe that these steps were beneficial 
to the companies involved and their respective shareholders. 


Consolidated net earnings of International Mogul in 1972, amounting to $4,604,000, reached a record 
level and based on performance to date, 1973 will be another record year. In 1972, Mogul of Ireland Limited, 
International Mogul’s Irish subsidiary, retired the balance of its long-term debt and significant strides were 
made by International Mogul in establishing a firm base in Australia. These accomplishments materially 
strengthen the value of your Company’s investment. In addition, International Mogul recently announced 
an initial dividend policy of a 25¢ per share annual dividend payable semi-annually as to 12%¢ per share. 
The first dividend of 12%¢ per share has been declared, payable on July 1, 1973. This will be a welcome 
supplement to the Company’s cash flow. The consolidated financial statements of International Mogul 
for 1972 and excerpts from its Annual Report are included in this report. 


During 1970 Tontine Mining Limited (one of the Company’s predecessors) subscribed for 100,000 
shares of Bluemount Resources Ltd. for a purchase price of $500,000. Bluemount is engaged in a large 
oil and gas exploration programme In Western Canada in participation with Northern Natural Gas Company 
of Omaha. Half of the subscription for shares of Bluemount was paid in 1970 and the balance of $250,000 
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was payable on December 1,1972. Because of your Company's financial position it was decided, notwith- 
standing the good prospects of Bluemount, that it would be prudent to dispose of the investment prior 
to the time the final payment of $250,000 became due, which payment was assumed by International 
Mogul. The investment in Bluemount was sold to International Mogul for $75,000 less than cost, and the 
sale price was decided after taking into consideration the lack of success attained by Bluemount to the 
date of the sale. This transaction is subject to your approval. International Mogul, upon completion of the 
transaction, will be the largest shareholder in Bluemount holding 17.6% of the outstanding shares. Your 
Company will participate in any future successes of Bluemount through its holdings in shares of Inter- 


national Mogul. 


The Company continues to hold 67% of the issued shares of City Associated Enterprises Limited which 
operates retail stores and a dry cleaning business in the Bahamas. City Associated’s business continues 
to be profitable and is generating a respectable cash flow. We believe that the uncertainties which have 
existed in regard to the Bahamas for the past few years have begun to dissipate and the economy of the 
Bahamas appears to be improving. It is reasonable to expect improvement in future profits of City 
Associated. Recently City Associated was able to increase its banking accommodation permitting it to 
repay all monies owed to your Company. Its expansion in partnership with Société Commerciale de 
L’'Ouest Africain, a large French merchandising company, is encouraging and the new ‘“’Crystal Seas” 
store in the International Bazaar in Freeport is a credit to our partners who manage this project. 


Your Company holds 75% of the issued shares of Interscan Limited which markets a range of computer 
input systems in the United Kingdom, Ireland and Germany. Consolidated net income for Interscan for 
1972 was $163,000 on sales of $6,502,000, and after providing for interest in the amount of $195,000. 
We believe that Interscan shows promise and is now established, particularly in the United Kingdom, with 
considerable expertise in computer input systems including optical character recognition. We have 
succeeded in developing a profitable company of substance and believe that your Company’s objectives 
in this regard have been achieved. Alternative methods of financing Interscan are now being considered 
which will enable some recovery of your Company’s investment in the near future. 


The assets of your Company are significant and expanding and the primary objective of your directors is 
to develop a source of cash flow for your Company which will permit it to become active again in mineral 


exploration and development. 


The Coldstream group of companies now has over 200 employees. The International Mogul group of 
companies employs over 700 persons. 


Your Directors extend their warmest thanks to all the employees in the Coldstream group for their efforts 
on behalf of the Company. 


On behalf of the Board of Directors, 


Stl Some A 


Chairman of the Board President 


Toronto, Ontario, 
March 26, 1973. 


Principal Coldstream Controlled and Associated Companies 


U.K. & EUROPE 


Coldstream Mines Limited 


75% 


38.2%* 


Interscan Limited 


Limited 


AUSTRALIA 


Pine Vale 
Mines Limited 


57.6% 


Beaver 
Exploration 
Australia N.L. 


Otter 
Exploration N.L. 


Woodside-Burmah 
Oil N.L. 


CANADA 


17.6%* 7.3% 


New Quebec 
Raglan Mines 
Limited 


Bluemount 


Resources 
Ltd. 


International Mogul Mines 


22.8% 


Coldstream Mines 
Limited 


BAHAMAS 


67% 


City Associated 
Enterprises Limited 


IRELAND 


Mogul of freland 
Limited 


BAHAMAS 
17.3% 


The Grand Bahama 


Development 
Company, Limited 


CANADA 


100% 


I.M.M. Ventures 
Limited 


*Assuming Shareholders’ Approval 


COLDSTREAM MINES LIMITED 
(Incorporated under the laws of Ontario) 
and its consolidated subsidiaries 


Consolidated Balance Sheet 
December 31, 1972 
(with comparative figures at December 31, 1971) 


Assets 1972 1971 


ee 


CURRENT ASSETS 


Cash pe Dee Ae i BP Le Fe ee $ 87,000 
ANEGOUNTS FECOIVA DIG x Bett se heute cere ee $ 104,000 50,000 
Mortgade receivables, . 22 25 sek 6 oe 2 means Re eee 40,000 
Due from associated COMpAaNICS. 0.5. 442255 er oe een 55,000 93,000 
Inventory, at lower of cost and net realizable value.........-.-.---- 858,000 928,000 
1,017,000 1,198,000 

INVESTMENT Si(Notes’3) 4; 5°and,6) 06 28. 2 ects races eee 14,787,000 13,419,000 
FIXED: ASSETS .CNOt6 /)cce se haces cn, 6 tee ec eee ete piece 384,000 398,000 
MINING CLAIMS-ANDERIGHTSMQNGte 1S) a3. Seuss een eerie 830,000 800,000 


EXCESS OF COST OF SHARES of Bahamian subsidiaries 
Over DOOK Value: OMac CUISIUOMN aa: ceters Ges bey = lees Siemeey ececics neem 2,176,000 2,176,000 


$19,194,000 $17,991,000 


Approved by the Board: 
“D. W. Knight’, Director 
“R. D. Bell’, Director 


Liabilities 1972 1971 


ee Le 


CURRENT LIABILITIES 


Brn OUer Clic Umm treme era eat ee ae er ela She edad yt eis 6% $ 41,000 
Liabilities secured by pledge of certain investments 

AGO) S tn et Ae es eee ta pe ule ae ea 2,400,000 $ 2,296,000 
Ot cloaca vabley. @eau we dite oo pe ee aa ae aS 648,000 568,000 
Mccoumts pavable-and accrued lwabilitieS 7) 4.0 7. ee eae ee es eee 393,000 378,000 
Mele tOrassOCialed. COMPAMCSe ae. tome cece hate ee awe nee eS 63,000 
Principal due within one year on long-term debt................... 169,000 262,000 
3,651,000 3,567,000 
BO NG oERViGOEBiCNOte 0) 42526 ec eke 5 ee ee BS 169,000 
OUERESTS OF MINORITY SHAREHOLDERS (Note 10). .........2:- 783,000 725,000 


Shareholders’ Equity 


GAPITAL STOCK 
Authorized—5,000,000 shares without par value 
Issued ODIO WAGES cit cori a tie, ARLE ee nate ie een oe 12,302,000 12,302,000 
Rete INE DEC ARING NG Sapa ee erro mn ee ee ne ym ete ho 2,458,000 1,228,000 
14,760,000 13,530,000 
$19,194,000 $17,991,000 


Contingent Liabilities (Notes 4 and 11) 
NN 


Auditors’ Report 


== 00 


To the Shareholders of COLDSTREAM MINES LIMITED 


We have examined the consolidated balance sheet of Coldstream Mines Limited and its consolidated 
subsidiaries as at December 31, 1972 and the statements of income and retained earnings and source 
and application of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the com- 
panies as at December 31, 1972 and the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted accounting principles which, 
except for the change in accounting practice outlined in note 5(a), have been applied on a basis con- 
sistent with that followed by the predecessor companies in the preceding year. 


Toronto, Canada Lie ies ¢ Co 


March 26, 1973. Chartered Accountants 


COLDSTREAM MINES LIMITED 


and its consolidated subsidiaries 


Consolidated Statement of Income and Retained Earnings 


Year ended December 31, 1972 
(with comparative figures for 1971) 


1972 1971 
SAlOS aca, «+ anoagiae in last Tee ee $2,427,000 $2,531,000 
Operating expenses... aca caw ok on piece ae eee eee 2,072,000 2,240,000 
lnicome from: retail ODeratOMnS. 5. as eee errata ir eee meee a 355,000 291,000 
Equity in net income of effectively controlled companies (Note 5)........ 1,430,000 38,000 
1,785,000 329,000 
Administrative-and:generalexpenses.... 2. cscnn.: 2) cee ene ee 89,000 147,000 
Interest:on' long-termidebt:...s8 seca ance rend sud a eer cen eee 24,000 41,000 
Othersinterest; MET sah x cccie: bon saw a tdeae gaiieve ra) asset tae ene ae rg 159,000 173,000 
Net lossi( dain) sOMunVEStMenNtS: wn sea eee eae ee 72,000 (18,000) 
Net loss; (gain) onscuimency revalliatlonss. a0 meme eet ee eee eee 55,000 (136,000) 
Depreciation yeh a2 5.25. wea ahcieve ach aiek aaa et ae et ceric gs Ree ene eee 46,000 46,000 
Exploration expenditures and related costs on mining claims abandoned..... 30,000 
White downofmongage receivable cs... sey as. 2 oe ane eee oe eee 35,000 
445,000 318,000 
Other inCOMes 3 we ene aoe. neces echoes) tea actnt wei tape ere eeepc oe 20,000 
425,000 318,000 
Income before interests of minority 
shateholdetsts:42.20Geid ce oy acc oes ER ea A 1,360,000 11,000 
Interests of minority shareholders in net 
income: OF SUbSICia he Smemmmmn 8. ee Se es ee ee ee ee 130,000 142,000 
NET INCOME (LOSS) SEOR "THE YEAR 93 425. sate. eo, eee eee mn SOG (131,000) 
Retained: arnindssatioccinning Olnvear,...ch< cut) cesck eee ee 1,228,000 1,359,000 
RETAINED EARNINGS AT END OFeYEAR......« 1c. a.eaemo sess sae eee = 92,406,000) so ie27 6 O00) 
EARNINGS: (LOSS) Aeon eres see $0.61 ($0.06) 


COLDSTREAM MINES LIMITED 


and its consolidated subsidiaries 


Consolidated Statement of Source and Application of Funds 
Year ended December 31, 1972 
(with comparative figures for 1971) 


1972 1971 
SOURCE“OF FUNDS 

Income before interests of minority shareholders...................... $1,360,000 $ 11,000 

Items not involving current funds 
De DICe lau Olin pene tes Ree a eed. 1h Rtn OD, AN Siw eeu es weed 46,000 46,000 
Equity in net income of effectively controlled companies............. (1,430,000) (38,000) 
Orie tee arrange I en. Beit .icd Se east SG) Vea Mees s 51,000 
(24,000) 70,000 
Sacizemimvesiinonts SOltis: con ase. Siero ta ny ndhaon Uae nomartie aa oes 281,000 129,000 
Recovery of advances to subsidiary, not consolidated.................. 186,000 
FeCUCHOMOT MOMdade TECEIVaDIE. «08.0 pac as ou ae 5 Seca ates eb eee be ns 65,000 
lime rescernlOng=tenn dept aes oc. 8e, cekeks pec yee es Soave we Piel 68,000 
Proceeds from issue of shares of a subsidiary to minority shareholders. . . 25,000 


257,000 543,000 
APPLICATION OF FUNDS 


UCase ONIX OC ASSClS at tia stars eee ae ee a a a ones igs sea ak 32,000 72,000 
Investment in shares of effectively controlled company................. 130,000 
fivestmenbtaneOthensharess , ce eee ett ee ce ce mel S sain ome nia oe 140,000 8,000 
Increase in advances to subsidiary, not consolidated................... 79,000 
Dividend paid by subsidiary company to minority shareholder........... 72,000 40,000 
Detered explorationcand development... ease. ee ele ok ns ae Nes 27,000 59,000 
RECHCtOnsOmlOlO=lenhnice Diaaranttiae rar, arenes intel On eretconm rc se es 169,000 
WEA EO AIS al) Gat OMNES mea ae ty ee eve hak mie RB eee ex elec em mee 3,000 


522,000 309,000 


Increase (decrease) in working capital position...................00-. (265,000) 234,000 
Werking capital deticiency at beginning of year... 2.2... .s.- ss ss,ex sess 2,369,000 2,603,000 
WORKING CAPITAL. DEFICIENCY Al END@OF YEAR=.....5.......... 192,054,000 -$2°369'000 


COLDSTREAM MINES LIMITED 


and its consolidated subsidiaries 


Notes to Consolidated Financial Statements 
December 31, 1972 


1. Formation 


The Company is the continuing corporation resulting from the amalgamation under the laws of Ontario 
on December 30, 1971 of North Coldstream Mines Limited and Tontine Mining Limited. 


Comparative figures for 1971 have been prepared from the combined consolidated accounts of the 
predecessor companies. 


2. Basis of Consolidation 


The accounts of the Company's Canadian subsidiary, 228815 Investments Limited, and of the Bahamian 
subsidiaries, Stream Bahamas Limited, City Associated Enterprises Limited and Spotless Cleaners Limited 
are consolidated in these financial statements. Stream Bahamas, which is wholly owned, owns 67% of 
City Associated which in turn owns 75% of Spotless Cleaners. 


In these financial statements, current assets, current liabilities and long-term debt have been trans- 
lated from Bahamian to Canadian dollars at the prevailing rates of exchange as at December 31, 1972 
and 1971 respectively. Other assets have been translated at the average rate of exchange for the years 
in which they were acquired. Income and expense items have been translated at the average rate of 
exchange during each year except that depreciation has been translated at the same rates as related assets. 


3. Investments 
The investments are as follows: 


1972 1971 
Subsidiary not consolidated, at cost (note 4).............. $ 1,535,000 $ 1,456,000 
Effectively controlled companies a 
accounted tor onsanequity basis (note 5) ace eee 13,088,000 11,658,000 
Other sharéssand advances: at cost onlessas. . 2). eee cee eee 164,000 305,000 


$14,787,000 $13,419,000 


4. Subsidiary not Consolidated—Interscan Limited 


The accounts of Interscan Limited, which is 75% owned by the Company, have not been consolidated 
because management is of the opinion that separate financial statements which are included with this 
report are more meaningful under the present circumstances. 


The investment in Interscan is as follows: 


1972 1971 
Shares HatCOS Toe cy eaeeatta ts Cathe elo sc cot hee, eden Sa ee ee $: 392.000 -$- 392,000 
Advances-andraccruedsinteres tants, toe er ah ee eee 1,143,000 1,064,000 


$1,535,000 $1,456,000 


By agreement dated March 26, 1973 the Company agreed to continue to provide Interscan with financial 
support as follows: 


(a) to make advances as required up to a maximum of $1,500,000, including the present advances and 
present and future accrued interest, until June 30, 1974. The rate of interest on such advances which is 
now 10%% will be adjusted on September 26, 1973 and March 26, 1974 and will be at a rate 2% above the 
then prevailing Euro-dollar six month interest rate; 


(b) to guarantee bank advances not to exceed $750,000 to June 30, 1974 for temporary financing in 
respect of sale of all computer input systems in Europe provided acceptable financing has been arranged 


by purchasers to pay for the systems within 90 days of unconditional acceptance of the systems by the 
purchasers and 
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(c) to continue its guarantee of advances from an associated company directly to Interscan until 
December 31, 1973, which advances at December 31, 1972 amounted to $864,000. 


The consolidated statement of income and retained earnings includes interest income from Interscan of 
$79,000 in 1972 and $134,000 in 1971. 


The Company's portion of the consolidated income of Interscan and its subsidiaries for the year ended 
December 31, 1972 amounted to $122,000 (1971, loss of $791,000) and the Company’s share of the 
accumulated losses of Interscan and its subsidiaries amounted to $934,000 as at December 31, 1972. 


5. Effectively Controlled Companies 
These companies are as follows: 


TO7Z 1971 
International Mogul Mines Limited. ..................... $12,903,000 $11,490,000 
SOLOMON Sue LAMMTSC so oo8 oa a death es ele eae be ok 185,000 168,000 


$13,088,000 $11,658,000 


(a) International Mogul Mines Limited 


The investment in International Mogul represents a 30.7% interest in the issued common shares of that 
company. These shares of International Mogul cost $11,490,000 and had a quoted market value of 
$10,318,000 and $6,331,000 as at December 31, 1972 and 1971 respectively. 


In 1972 the Company commenced accounting for this investment on an equity basis in accordance with 
recent recommendations of The Canadian Institute of Chartered Accountants concerning long-term 
intercorporate investments. The Company’s share of net income of International Mogul for 1972 
amounting to $1,413,000 has been included in the consolidated statement of income and a like amount 
has been added to the original cost of the investment. If the Company had adopted this basis of accounting 
for its investment in International Mogul in 1971 the share of net income of International Mogul would 
have been $293,000 and the Company’s net income for that year would have been $162,000 or 8¢ per 
share. 


The cost of the investment in International Mogul exceeds the underlying equity in the net book value of the 
assets of that company by $2,900,000. The Company is continuing to carry this excess in the cost of the 
investment as management is of the opinion that the value of the investment is greater than that indicated 
by the underlying equity in the net book value of the assets. 


Subsequent to December 31, 1972 the Company agreed, subject to shareholders approval, to purchase 
an additional 194,185 shares of International Mogul in consideration for which the Company will issue 
852,883 treasury shares. If the shareholders approve the purchase of these further shares the Company 
will then own 38.2% of the issued common shares of International Mogul. 


(b) Solomon's Mine Limited 

City Associated owns a 40% interest in Solomon’s Mine acquired in 1971 at a cost of $130,000. The 
Company also accounts for this investment on an equity basis and its share of net income of Solomon’s 
Mine amounted to $17,000 and $38,000 for 1972 and 1971 respectively. 


6. Other Shares 


(a) Bluemount Resources Ltd. 

By agreement dated November 30, 1972 the Company assigned to International Mogul its obligation 
to take up and pay for 50,000 shares of Bluemount Resources at the price of $5 per share. On the same 
date the Company agreed to sell to International Mogul 50,000 shares of Bluemount Resources previously 
acquired at the price of $5 per share. The Company will receive $175,000 from International Mogul for 
the assignment of its obligation and the sale of 50,000 shares which it owned. These transactions, which 
are subject to the approval of shareholders, have been reflected in the consolidated financial statements 
and the resulting loss of $75,000 has been included in the statement of income. 


(b) Crystal Seas Enterprises Limited 


City Associated owns a 25% interest in Crystal Seas acquired in 1972 at a cost of $140,000. The operations 
of Crystal Seas commenced in early 1973. 


7. Fixed Assets 


(a) Summary: 1972 1971 
In the Bahama Islands, at cost 
Buildings. S50. Gok Ve ska ia ee ae i ene eee $150,000 $149,000 
EQUIDINIGNT Sx cna so ee ee ae eee 314,000 300,000 
eeasehold iimDrOveme Mts senescent eee ee 143:000") 71312000 
607,000 580,000 
Less:accumulated depreciatione 2m. 01.1 a eens eee 223,000 182,000 


$384,000 $398,000 
(b) Depreciation: 
These assets are depreciated on a straight line basis at the following rates: 


Buildings 4.65, 64 aceieleas. cc cee te eign! 2 eee 212% 
EGUIDMON tiientnce este esn fase aie Scie ee es ee 6% to 33%% 
Leasehold. improvementSean ce no aso seeks eee ect ane ner e eee 10% to 20% 


8. Mining Claims and Rights 


Exploration 
Book Value at Expenditures 
Cost or Less Thereon Total 
Claims and rights in the Porcupine and Thunder Bay 
Mining Divisions; Ontano, Canadde. 2 5..5 anaes eee $ 28,000 $693,000 $721,000 
Interests in-ltisih @rOopemicsrecs oo aimee ee, eee 55,000 55,000 
Oil and gas syndicate participation, Southwestern Ontario 54,000 54,000 


$ 28,000 $802,000 $830,000 


9. Long-Term Debt 


Long-term debt consists of: 1972 1971 
8%% bank:loan, SeCured a; fs. 2. -. uee ho: see eS eee eee ae OOOMMS ZO CnOOn 
672%: PIOMISSOLY NOTES Sn ace tr 35,000 70,000 
996 PROMISSORY: NOTG ais peau corer ere ato ane a eet 103,000 


169,000 431,000 


Less current portion included in 
current liabilities 725.5, sc cite onthe nee eee a a eae 169,000 262,000 


NIL $169,000 


In February 1973 a new bank loan was negotiated by City Associated Enterprises Limited in the amount 
of Bahamian $250,000. This loan matures in October 1975 and presently bears interest at the rate of 8%% 
and is secured by a registered demand debenture. 


10. Interests of Minority Shareholders 


Minority interests are attributable to the minority shareholders of: 1972 1971 
City'Associated ‘Enterprises: Limited 1 ae oe cee eee ee ee 10 000 MESGc7-000 
Spotless ‘Cleaners Limited ser es arrewens cn ae eet an oe ed ee 65,000 88,000 


$783,000 $725,000 
11. Contingent Liability 
The Company has guaranteed a bank loan of $75,000 made to a company in which it has an investment. 


Other contingent liabilities are disclosed in Note 4. 
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INTERNATIONAL MOGUL MINES LIMITED 


Excerpts from 1972 Annual Report—with 
Consolidated Financial Statements 


The Year at a Glance 1972 1974" 
NIGUEL 1a TRESS Ae I a eh a er OR ee Pe $ 4604,000 $ 953,000 
SwaresssuedrandiOutstanding tse sunt ow Wieck 2 Mees eee ee oe ZOOF TAZ 2,607 1 12 
EVUILINGIS Ley eS geo) te eran A oar cab ra Re $1.77 $0.37 
Cot ny USICTENER BETS) 5 11 ae $2 45 $1.02 
Proven and Indicated In Place Ore Reserves (tons).............. 8,420,000 9,080,000 
(TEST EVE TC TEP AT AYGIY eh ate Se mek Nc a are et ee 7-05 7.43 
Se ACY OFAIS ales eee CN roa es Bo Su hat ee eee o.com 213 2.81 
PomColoieOebe MepalGyus eaten anssey Mae Ae i ie, hanced $ 6,569,000 $551 1.7,000 
(Ss AYES) ANSE TS) Sn SUS 1 LA ree a ee OP eae A dt ee ari $32,586,000 $27,982,000 
ISTE SARTRE Ue ee en ec ay one RP eRe en re Tn Aa aa $12.50 $10.73 


*Restated for comparative purposes 


“Consolidated net income for the year amounted to $4,604,000 or $1.77 per share. This includes income 
from extraordinary items of $173,000 or 7¢ per share. In 1971 consolidated net income was $953,000 or 
37¢ per share after an extraordinary loss on investments of $1,409,000 or 54¢ per share. 


1972 has been the most profitable year in the history of International Mogul and present indications are 
that 1973 will be even more profitable. Apart from profit performance, your Company has never been 
financially stronger and the establishment of a firm base in Australia with considerable assets and expertise 
in mineral, oil and gas exploration has provided excellent opportunities for future growth in that exciting 
part of the world. The Company is now clearly in a position to pursue mineral exploration more aggressively 
than in the past and it has already expanded its exploration activities into Continental Europe.” 


“In 1972 we increased our investment in Australia. The assets and activities of your Company in Australia 
now represent a significant part of your Company's operations. During the past few years your management 
has become convinced that there are significant rewards to be obtained in oil and gas exploration. Our 
investment in Bluemount Resources was our initial entry into this area, and we believe that the future 
world energy requirements justify your Company increasing its activities in the search for oil and gas. 
We now have the opportunity to participate in the growth of the oil and gas business in Australia and we 
expect this to play an important role in your Company’s future.” 


“The Bahamas will become an independent country on July 10, 1973. We believe that the uncertainties 
which have existed in regard to the Bahamas for the past few years have begun to dissipate. The Grand 
Bahama Development Company continued to sell real estate during 1972, although its profits declined. 
The Development Company has diversified its operations and is now engaged in real estate development 
in the Canary Islands and has acquired 10,500 acres of real estate in Florida not far from Walt Disney 
World. We continue to believe that our investment in the Development Company will be a profitable one 
for International Mogul.” 


‘‘Mogul’s primary business is to seek out and develop natural resources. Continuing sources of cash flow 
will be sought to sustain an expanded programme of exploration and acquisitions in both the mineral 
and oil and gas areas. Mogul is actively seeking investment opportunities to fulfil this need. In addition 
exploration activities for both minerals and oil and gas will be accelerated. 


The Company is negotiating with two national underwriting firms for the issue and sale of up to $6,000,000 
of cumulative, redeemable, convertible preference shares with a par value of $20 each. A preliminary 
prospectus relating to the issue is expected to be filed in the near future with the various provincial secur- 
ities commissions. The proceeds from this issue will supplement the Company’s ability to expand its 
primary business of developing natural resources.” 
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‘Now that the long-term debt of Mogul of Ireland has been repaid in full and a cash flow will be generated 
from Ireland, an initial dividend policy of a 25¢ annual dividend per common share, payable semi-annually 
on July 1 and January 1 as to 12’%¢ per common share, has been established. On March 23, 1973 your 
directors declared the first semi-annual dividend of 12%¢ per common share, payable on July 1, 1973 
to shareholders of record on June 1, 1973. 


Your Company believes that its initial dividend policy should be modest until its future cash flow needs 
have been secured as discussed above. 


In reviewing the financial position of the Company and its earnings, shareholders should be aware of the 
extent of International Mogul’s material investments which are not income bearing but which do have 
potential growth. These include the Australian investments, New Quebec Raglan, Coldstream, Blue- 
mount and Grand Bahama Development. Of the total assets of $52,767,000, $36,409,000 represents 
non-income producing assets. These assets have very good overall potential for the future and your Com- 
pany expects to see benefits accrue from them in the next few years. 


At December 31, 1972 the quoted market value of marketable securities included in Current Assets and 
those included in Investments were $9,782,000 and $8,447,000 respectively. The comparative figures 
as of March 15, 1973 were $12,500,000 and $11,200,000 respectively.” 


Mogul of Ireland Limited 


“Operating profit for the year of the Company’s 75% owned subsidiary was $8,374,000. After deducting 
interest charges on long-term debt, royalties, depreciation and amortization charges, net profit amounted 
to $6,109,000. Results for the year, the best realized since the commencement of production in 1968, 
were achieved despite a reduction in mill throughput to approximately 81% of normal caused by a plant 
fire and temporary national power shortages. 


$6,500,000 First Mortgage Bonds and a $1,000,000 subordinated loan were retired during the year 
leaving Mogul of Ireland free of long-term debt at the year end. In the fifty-five month period since mill 
start-up in May, 1968 to the end of 1972, Mogul of Ireland has been able to redeem well in advance of 
maturity its entire long-term indebtedness in the original aggregate amount of approximately $21,000,000.” 


Ore Reserves 


“Total broken and in-place proven and indicated ore reserves including dilution at year end were 8,420,000 
tons grading 2.73% lead and 7.05% zinc. Ore reserves showed a depletion of 660,000 tons after the 
milling of 813,109 tons. 


Details of ore reserves are as follows: 


Ore Body Tons % Lead % Zinc 
Proven: Upper “G" 4,346,000 2.03 8.34 
Lower “’G" 1,377,000 3.48 4.75 
Total “G” 5,723,000 2.38 7.46 
Indicated: “B” Zone 2,634,000 3.49 6.07 
Total 8,357,000 als) 7.03 
Broken 63,000 2.56 9:05 
Grand Total: 8,420,000 Dis) 7.05 


Included in the above tonnage is approximately 1,842,000 tons grading 2.44% lead and 7.44% zinc con- 
tained in permanent pillars and other unmineable areas currently classified as unrecoverable. It is likely, 
however, that when current ore reserves become depleted towards the end of the life of the mine, some 
portion of this tonnage may be profitably extracted.” 
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Australian Operations 


“During the year the Company acquired shares in the capital of Pine Vale Mines Limited establishing its 
interest at 47.7% of the issued shares. Pine Vale increased its interest in Beaver Exploration Australia N.L. 
and now holds 57.6% of the issued shares. Pine Vale also holds 57.6% of the issued shares of Otter Ex- 
ploration N.L. Pine Vale, Beaver and Otter are referred to as the “Pine Vale Group”. 


The Company has invested approximately $3,465,000 (net of gain on share sales) in the acquisition of 
effective control of the Pine Vale Group. As at December 31, 1972 the Pine Vale Group had working 
capital including marketable securities and investments both at market value of $14,394,000 and long- 
term debt of $596,000. The Pine Vale Group is engaged in exploration and development of mineral and 
oil and gas properties in Australia, Papua and New Zealand. Its total exploration budget for 1973 has 
been set at a minimum of $1,700,000 to be financed from working capital of the Pine Vale Group. 


Woodside-Burmah Oil N.L. 


The principal asset of the Pine Vale Group consists of an investment in approximately 1.49% of the fully 
paid and partly paid shares in the capital of Woodside-Burmah, an oil and gas exploration and develop- 
ment company which holds a 50% interest in approximately 143,000 square miles of off-shore oil and 
gas exploration concessions on the North West Shelf of Australia. Woodside-Burmah must select half 
this acreage by the end of 1975. The other half will then revert to the Crown. The acreage reverting to 
the Crown need not include the reserves referred to below. 


In December, 1972 Woodside-Burmah announced it has a 50% interest in proven and probable reserves 
in the North Rankin pool of 18.5 trillion cubic feet in place which, using a recovery factor of 55%, would 
be equivalent to 10.2 trillion cubic feet of natural gas reserves. Woodside-Burmah also indicated that it 
has a 50% interest in other fields in this area, namely Rankin, Goodwyn and Angel, which would likely 
add a further 10 trillion cubic feet of recoverable proven and probable reserves. Woodside-Burmah has 
also made a gas discovery at Scott Reef, 600 miles northeast of the other four pools. By comparison the 
Canadian Petroleum Association has reported that as at December 31, 1971, total Canadian provenand 
probable gas reserves were 62 trillion cubic feet. In addition to these major gas discoveries, Woodside- 
Burmah has had oil flow from three wells. These wells were Rankin No. 1, Eaglehawk No. 1 completed 
in December, 1972 and Goodwyn No. 3 completed in February, 1973. None of these discoveries is con- 
sidered commercial although each is encouraging from a geological standpoint. 


In addition to Australia, the principal markets for the gas will probably be Japan and the United States 
where (subject to Australian government approval) the gas would be sold as liquid natural gas or methanol. 


Currently there are three off-shore drilling rigs being used on Woodside-Burmah’s holdings. Woodside- 
Burmah and its joint venturers have announced that they plan to spend approximately $85,200,000 on 
these properties in the next two years.” 


Exploration 

“In addition to the mineral exploration programmes of Mogul of Ireland and the Australian Pine Vale Group, 
International Mogul is conducting exploration programmes, principally fcr base metals, on its own be- 
half and in participation with others in Ireland, the United States, Canada, Wales, and Continental Europe. 
The 1973 exploration budget, excluding Mogul of Ireland and the Pine Vale Group, has been set at approx- 
imately $800,000.” 


Nova Scotia—Lake Ainslie Project 

“The Company owns or has certain rights to 135 contiguous mineral claims comprising 5,400 acres in 
Inverness County, Cape Breton Island. The surface exploration programme which commenced in 1971 
was completed in 1972. The purpose of this programme, which included diamond drilling, was to en- 
large the ore potential existing on the property. Approximately 4,500,000 tons of material grading an 
average of 33.37% barite and 17.42% fluorite has been drill indicated. Metallurgy and cost studies are 
continuing to determine the economic viability of this project.” 


Continental Europe 
“Commencing in 1973 the Company plans to spend up to $1,000,000 over a three year period in mineral 
exploration in Continental Europe, including Spain and Portugal.” 
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INTERNATIONAL MOGUL MINES LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet 
December 31, 1972 
(with comparative figures at December 31, 1971) 


1972 


1971 


Assets 


CURRENT ASSETS 
Cash and short=terim-<GepOSitS aca etre eae eee eae 
ACCOUNTSITECEIVADIGs oe. Sixt eke a te ole eae eee eee 
Marketable securities, at lower of cost and market (quoted 

market valuet 9727 $9,782,000; 197 1,58369;000)) se ena eres ee 
Concentrates on hand and in process of settlement, 

abinet-realizable: value ter... eed Were aes aie ay ie a ae eee a ee 
lAVERTOTIES AT COSTE arch oem ch ere oes gia Dee) cian) hk en a Ae ae 
Prepaidvexpenses and Gepositsi 5. ac-cc we tec eeoeeee 

INVESTMENTS (note 2) 

Shares with quoted market value 

(quoted market value 1972, $8,447,000; 1971, $12,057,000) 
Shares without quoted market value and advances 


FIXED ASSETS: (MOtG: 3) geri csueteerres wtcer ey wettest ieee teenie tr eee eee 
MINING CLAIMS AND RIGHTS 


DEFERRED PREPRODUCTION EXPENDITURES and 
other charges, amortized value (note 3) 


Approved by the Board: 
“D. W. Knight’, Director 
“R. D. Bell”, Director 
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$ 5,032,000 


1,980,000 
6,072,000 
2,569,000 


1,457,000 
201,000 


17,311,000 


9,881,000 
3,311,000 


13,192,000 
11,749,000 


667,000 
3,741,000 


4,408,000 


6,107,000 


$52,767,000 


(Note 9(a)) 


$ 1,797,000 
1,087,000 


380,000 


2,413,000 
1,250,000 

45,000 
6,972,000 


10,193,000 
2;291,00G 


12,484,000 
11,976,000 


664,000 
2,340,000 


3,004,000 


7,033,000 
$41,469,000 


ae 1972 1971 
Liabilities (Note 9(a)) 


CURRENT LIABILITIES 


Bank loans, secured by certain investments................00 2000s $ 3,662,000 
Pecounts payablerand acered liabilities...) . sac coc eu ee cee we 2,519,000).3 2:827,000 
RGelnie ssa Abo meee wegte ce, =e 2a ok oo) reat Se eA ri ada pak Re es nla 410,000 206,000 

MCONIetaxes DAVADIE (NOG -4).c. 4s a.audetva cad why oe ee neda oes Se ee 157,000 
Curnrenimponmon.orlong-temidebts 4 i aie sted nd ek oe Sa ea 8 190,000 70,000 
6,938,000 3,103,000 
BONG een) DEBI (MOteLD ) uy ona Sieve oe es ee be 929,000 7,022,000 
INERESTSOP MINORITY SHAREHOLDERS (note-6).. 2... 0.2.5.2). 12,314,000 3,362,000 


Shareholders’ Equity 


CAPITAL STOCK (note 7) 
Authorized—4,000,000 Common Shales without par value 


Issued— ZOOV Me COMMONTONAnCS =) eae ek ee ea ee 11,061,000 11,061,000 
COMPRIS UTED eS URPIEW Si 2202 ee foe mata eie fk ac ls. Maes 2,028,000 2,028,000 
Bear INE Da eARING NGS aoe pant ita nat tere Gea wale ant 4 net ee irs: ile 19,497,000 14,893,000 


32,586,000 27,982,000 


$52,767,000 $41,469,000 


Auditors’ Report 


To the Shareholders of INTERNATIONAL MOGUL MINES LIMITED 


We have examined the consolidated balance sheet of International Mogul Mines Limited, its subsidiaries 
and certain effectively controlled companies as at December 31, 1972 and the consolidated statements 
of income and retained earnings and source and application of funds for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1972 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada LEN yyy res cA oo. 


March 26, 1973. Chartered Accountants 


INTERNATIONAL MOGUL MINES LIMITED 


Consolidated Statement of Income and Retained Earnings 


Year ended December 31, 1972 
(with comparative figures for 1971) 


REVENUE 


From’ production: of concentrates: <.....4 4... +2 see eee 
Sale-of manutactured qoo0dsv.. o54.0 3 see eee 


EXPENSE 


Cost: of concentrate; production 19.5.9 50 ee ee 
Costot manufactured qoods sold 2... 2. o ee eee 
Depreciation, depletion and amortization (note 3).............. 
Royalty expense: (note:3 ig... <5 < au. a0 eee eee 
Administrative and general expense....................22004 
Interestion long=tenmadebtie= =i. Ae ee eee 
General exploration and property maintenance................ 


Exploration expenditures and related costs on mining 


claims :abandOnediss.. sh rca ok. te cae eee ee 


OTHER INCOME (NET) 
Interest 


Gain-onveurrencycreVal@ations as ae eg on, eee en ee 


Gain on investments and marketable securities 


Income before interests of minority shareholders and 
extraordinary items 


Interests of minority shareholders in net income of subsidiaries......... 


Income before extraordinary items 


RETAINED EARNINGS AT END OF YEAR 

EARNINGS PER SHARE 
Before extraordinary items 
Net income for the year 


ia a eS ORR CCT TSI Rr Cum iy tea Serr) amie SMC TRC Apes Chor) aCe ls OMe rh SOP Ge aa 


feted Gh tie ne! Va Uo: fe) cal) To) Ue wike> ai fe 


Extraordinary. tems i(nOte:8 mes ki, ote meena eee ete ee Bie ee 
NETAINGCOMESEGB ESTEE s¥ EAR ae. sk ene rene ea ene ere 
Retained CAIMINGS AL DEGINNING/OT Vea. oc, oe ee ee eee 


1972 


$16,014,000 
870,000 


16,884,000 


7,184,000 
665,000 
1,781,000 
394,000 
964,000 
309,000 
103,000 


72,000 


11,472,000 
5,412,000 


141,000 
378,000 
257,000 


776,000 


6,188,000 


1,757,000 


4,431,000 
173,000 


4,604,000 


14,893,000 


$19,497,000 


1971 
(Note 9(a)) 


$11,906,000 


605,000 


12,511,000 


6,369,000 
448,000 
1,704,000 
75,000 
709,000 
618,000 
102,000 


143,000 


10,168,000 
2,343,000 


181,000 
335,000 
264,000 


780,000 


3,123,000 
761,000 


2,362,000 
(1,409,000) 


953,000 
13,940,000 


$14,893,000 


INTERNATIONAL MOGUL MINES LIMITED 


Consolidated Statement of Source and Application of Funds 


Year ended December 31, 1972 
(with comparative figures for 1971) 


SOURCE OF FUNDS 


Income before interests of minority shareholders and 
SP TRe ORG MMAR ICON Si taien etree) ov ialis shes, vr SS Dax PRE oe et 


Add items not involving current funds 


Extraordinary net realized gain (loss) on investments................ 
PGS MOUIN VEStMeNis SOIC a 4.4 en 0 oc nee bee eh a hod eon Sea 


Increase in working capital arising from acquisition of 
DEORE SEM Ine WV GIO vGLOUDI 1.6 & Pens wee Sn ts ee Seal feo ae 


APPLICATION OF FUNDS 
Rediecuononlongstemy debts, wars te aa. eo a a een ae ee eee 
IWVESIMON IM: SOLES ANC GAVAN CCS. 5.0 Sie Auecamstbege nasi Pacteeeo ciate en x seta 
PIMOmacerOnmixCOnaSSetSe at tern tys cece ts foie a4) wry sae ate see anene Soy ease 
Explorationrexpenditures deterred 0.0... pe en ee ee 


Wetemed preproduction exPenditures.< ...0-50s.n0 wee ws - au bs eee 


increase. (decrease) in.working capital)... .5.95-..-. 4.8.26 0202-3 
Wiorkinarcapltabat DEGINnING. OF VOars pamcitpaaeut tee wines ee aes 
WORKINGE@APIEALZATAEN DIO FeV Rays eas aires oe che eee 


1972 


6,188,000 


1,781,000 
55,000 


8,024,000 


773,000 
1,144,000 


4,992,000 
92,000 
31,000 


15,056,000 


6,569,000 
1,145,000 
306,000 
338,000 
34,000 
160,000 


8,552,000 


6,504,000 
3,869,000 


$10,373,000 


1971 
(Note 9(a)) 


$ 3,123,000 


1,704,000 
182,000 
5,009,000 

(93,000) 
318,000 


39,000 
26,000 
5,299,000 


5,117,000 
2,974,000 
789,000 
661,000 
317,000 
7,000 
9,865,000 
(4,566,000) 
8,435,000 
$ 3,869,000 


INTERNATIONAL MOGUL MINES LIMITED 


Notes to Consolidated Financial Statements 
Year ended December 31, 1972 


1. Basis of Consolidation 


(a) Subsidiaries Consolidated 
The consolidated statements include the accounts of all the Company’s subsidiaries, the principal ones 
being: 


Accounts 
% Owned Expressed in 
Mogul of Ireland’ Limited 2-208 —. 0 2a, cee eee 75 £ Sterling 
PME A CTiragiin@ aR ty) Ute Chitra crac te cee ee tere 100 $ Australian 
Lorado-of- Bahamas; Limitedi4a:.45 nee ee ie eee ee 100 $ United States 
iM. iMeVentureselimited: 22), -cnxst sce c,d ee 100 $ Canadian 


(b) Foreign Currency Translation 

In these financial statements, current assets, current liabilities and long-term debt have been translated 
at the prevailing rates of exchange as at December 31, 1972 and 1971 respectively. Other assets 
have generally been translated at the average rate of exchange for the years in which they were 
acquired. Income and expense items have been translated at the average rate of exchange during each 
year, except that depreciation, depletion and amortization are translated at the same rates as related assets. 


The assets, other than current assets, of the Pine Vale Group have been translated from Australian to 
Canadian dollars at the average rate of exchange for 1972 prior to revaluation of the Australian dollar on 
December 23, 1972. 


(c) I. M. M. (Trading) Pty. Limited and the Pine Vale Group 


The consolidated balance sheet of |. M. M. (Trading) Pty. Limited includes, on a fully consolidated basis, 
a 47.7% owned company, Pine Vale Mines Limited, and its subsidiaries (Pine Vale Group). The Pine Vale 
Group of companies is included in the 1972 consolidated balance sheet to more accurately reflect the 
overall financial position of the Company. The inclusion of these companies is in accordance with the 
recent recommendations of The Canadian Institute of Chartered Accountants. 


|. M. M. (Trading) Pty. Limited acquired its 47.7% interest in Pine Vale from time to time during the period 
May to December, 1972 by an exchange of shares of another company and by open market purchases. 
The acquisition was accounted for as a purchase effective December 31, 1972 and accordingly the 
results of the operations of the Pine Vale Group for 1972 have not been included in these consolidated 
financial statements. The excess of $543,000 of cost of acquisition of the Pine Vale shares over book value 
has been attributed to the cost of the substantial investment of the Pine Vale Group in Woodside-Burmah 
OWING 


The Pine Vale Group includes fifteen subsidiaries, the principal ones being Beaver Exploration Australia 
N.L. (57.5% owned) and Otter Exploration N.L. (56.5% owned). 


Details of the acquisition of the Pine Vale Group are as follows: 


Net assets acquired: 


Proportion otnetassets:at book: Valuicume eae eee ee es $3,694,000 
Adjustment:to fair Value.<¢ ascii. ane nereee eee eae ee eee eee eee 543,000 


$4,237,000 


Consideration given: 


(SC lip rare Nt ya Meee II lace hee atte Nee inl wie, cudute ae. $2,461,000 
Exchange of 15,176,000 shares of another company a... 22 .ca. 42.0 nk 1,776,000 


$4,237,000 
2. Investments 


Investments in shares are valued at cost or less depending upon the underlying value of the investment 
and the quoted market value. In some instances investments are valued in excess of quoted market value. 
At December 31, 1972 the book value of shares with quoted market value exceeded the aggregate market 
value by $1,434,000. At December 31, 1971 the aggregate market value exceeded the book value of 
shares by $1,864,000. 


Because of the large blocks of shares held in certain companies the quoted market values are not neces- 
sarily indicative of the value of the investments, which may be more or less than indicated by market 
quotations. 


oS: Fixed Assets 


(a) Summary 1972 1971 
In Ireland, at cost 
Mineral leases-amdirightS ss Ac wae e ok Sb eo ke kun $ 1,806,000 $ 1,806,000 
Land; buildings; plant and equipment:../.......0.... 11,458,000 11,299,000 
In Canada, at cost or less than cost 
Land, buildings, plant and equipment................ 2,256,000 2,216,000 
In Australia, at cost 
Land, buildings, plant and equipment................ 1,152,000 55,000 
16,672,000 15,376,000 
Less accumulated depreciation and depletion............ 4,923,000 3,400,000 


$11,749,000 $11,976,000 
(6b) Depreciation, Depletion and Amortization Policy 
Mogul of Ireland Limited provides for depreciation of fixed assets, depletion of mineral leases and rights 
and amortization of deferred preproduction expenditures and other charges on a straight line basis. 
These assets will be written off over the life of the mine, based on ore reserves established from time to 
time except for certain fixed assets whose life is estimated to be shorter than that of the mine. 


The Canadian and Australian fixed assets are depreciated on a straight line basis at the following rates: 


SHU Ce Tin aces meme ores eS Spun cot A Bee gaa ee ne ERE Aa eR one or GAR 2%% and 5% 
Plan tancsecuip mentee. wer amet ntus Sem earn fates, Mien rag erste atc rants ae, oo 10% to 33%% 


(c) Mineral Leases and Rights 

Mineral rights to the Silvermines property in Ireland were acquired in various parcels either by outright 
purchase or by lease and sub-lease from the Republic of Ireland and others. Some leases and sub-leases 
call for the payment of royalties under certain conditions upon commencement of production. The 
mineral rights leased from the Republic, which comprise about 40% of the remaining G Zone orebody, 
are leased until December 1, 1995 subject to the payment of an annual royalty ranging from 4% to 10% 
of the profits therefrom. 


4. Income Taxes 


The Company has no taxable income for 1972 and has undepreciated capital cost, exploration and de- 
velopment expenditures and other allowances available to offset future income. No provision for income 
taxes is required for Mogul of Ireland Limited on income from mining operations until 1988. Income 
taxes of $157,000 are payable by the Pine Vale Group on earnings prior to the effective date of acquisition. 
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5. Long-term Debt 


Long-term debt consists of: 1972 1971 

J oshirst MOMgades6 ONS... nee moe 5 ee eee $6,500,000 

O67o SECULEG: LOamM: Matunind: 197 O:..a-.0ue, eee Meer eee $ 596,000 

So MOrmGage Mmatunind. 1 979 ak ak nee ie ence 179,000 182,000 

A ToIMOMRG AGS IMAtUT NG OS Lee cate ee ceri eee eee 206,000 223,000 

1206. Mortgage maturindal OF On arciavsn aenaeein. 0s Seen enone eee 138,000 187,000 
111:9,000 7,092,000 

Less current portion included in current liabilities........... 190,000 70,000 


$ 929,000 $7,022,000 


The rate of interest on the Secured Loan is adjusted in April and October of each year on the basis of the 
then prevailing six months Euro-dollar interest rate. 


6. Interests of Minority Shareholders 


Minority interests are attributable to the minority shareholders of: 1972 1971 
MOQUIKOF Irelands Minted hax; serene An atc ee eee eee $ 4,621,000 $3,038,000 
PING EV AIO MOU roth hers sata vagal aoe Sheers ee evita a ee 7,385,000 
Othensubsidiaries! suck she see ahd ec oe ee 308,000 324,000 


$12,314,000 $3,362,000 
7. Stock Options 


The Company has reserved 100,000 Common Shares under an incentive option plan for employees of the 
Company and its subsidiaries. Any such option granted is to be at a price of not less than 90% of the 
market value of the Common Shares at the date of grant. Options are in good standing for five years from 
the date of grant, exercisable on a cumulative basis as to 20% of the Common Shares optioned in any 
one year. 


At December 31, 1972 options were outstanding to acquire 47,000 Common Shares at $17 per share and 
10,500 Common Shares at $7.50 per share. 


Subsequent to December 31, 1972, 860 Common Shares were issued under the stock option plan at $7.50 
per share. 


On February 13, 1973 options on 47,000 Common Shares at $17 were cancelled and options were 
granted covering 81,100 Common Shares at $12.50 per share. 


Options are now outstanding as follows : 


Option No. of 
Year price per Common Expiry 
of grant Common Share Shares Date 
1971 $ 7.50 9,640 October 1, 1976 
1973 $12.50 81,100 February 12, 1978 
90,740 
8. Extraordinary Items 
1972 1971 
Net realized gain (loss) on investments as shown on con- 
solidated statement of source and application offunds..... $ 773,000 $ (93,000) 
Write down of investments which did not involve current 
TUPNCS 20h pete ne oo Scat as ate en AR chen ee ae ee nN: (1,316,000) 
Allowance for possible decline in value of some venture capital 
DIOLECTS © oui ctisaAsc 4 peaecanies fi ce CaO aa ne ee eS pe ate te ua (600,000) 
As shown on consolidated statement of income and retained 
cyTERTLA © Ca eee oe ee enter en Vila tncmes Me Naty Sater Seer $ 173,000 $(1,409,000) 
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9. Other Information 


(a)»- Reclassification and Restatement 


Certain figures have been reclassified and/or restated on the basis of 1972 consolidated financial statement 
presentation. 


In particular certain subsidiaries not consolidated in 1971 have been included in the consolidation for 1972 
and the figures for 1971 have been restated. The significant effects of restatement are to increase working 
capital at December 31, 1971 by $201,000 and to decrease net income for the year and retained earnings 
at end of year by $135,000 and $193,000 respectively. 


(b) Remuneration 


Direct remuneration of the Company’s directors and senior officers (as defined in The Business Corpora- 
tions Act) from the Company and its subsidiaries was $352,000 in 1972 ($322,000 in 1971). 


10. Subsequent Events 


(a) On March 23, 1973 the directors of the Company approved a policy of paying dividends semi- 
annually and declared a dividend of 12’%2¢ per Common Share payable July 1, 1973 to Shareholders of 
record June 1, 1973. 


(b) On March 26, 1973 the directors of the Company authorized the amendment of the Articles of the 
Company to increase its authorized capital by creating 1,000,000 First Preference Shares with a par value 
of $20 each. 


(c) On the same date the Company signed a letter of intent which provided for the sale and issuance 
of up to $6,000,000 of Cumulative Redeemable Convertible First Preference Shares Series A with a par 
value of $20 each. 
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CITY ASSOCIATED ENTERPRISES LIMITED 


General Comments 


The operations of City Associated Enterprises Limited continued at a satisfactory rate during 1972. Net 
profit for the year declined to 14¢ per share compared to 17¢ per share in 1971. This decrease in profits 
is partially related to the reduction in sales volume to about 94.5% of the 1971 level. 


An analysis of results for 1972 showed significant trends. The decrease in sales volume was most 
apparent during the first eight months of the year. The last four months showed first a gradual improve- 
ment in sales to the comparable level of 1971 and then a slow but steady increase over the 1971 rate. 


The reasons for the lower level of sales in the first part of the year were many. The results of the general 
election held in September 1972, which gave a mandate for the Commonwealth of the Bahamas to as- 
sume independence on July 10, 1973, appears to have removed some of the uncertainties which pre- 
vailed. Management is therefore optimistic that an increase in sales and earnings can be expected this 
year as the economy of the Bahamas improves. 


City Associated continues to operate seven of its own retail outlets on Grand Bahama Island. The dry 
cleaning business of Spotless Cleaners, in Nassau, in which City Associated has a 75% interest, made a 
substantial contribution to profits during 1972. 


City Associated is expanding its activities in partnership with Société Commerciale De L’Ouest Africain 
(S.C.0.A.), a large French merchandising company. In 1971, S.C.O.A. and City Associated acquired all 
the issued shares of Solomon’s Mine Limited and in 1972 participated through Crystal Seas Enterprises 
Limited in the construction of a European department store in the International Bazaar in Freeport. City 
Associated has a 40% interest in Solomon’s Mine and a 25% interest in Crystal Seas. 


Solomon’s Mine, an old established Bahamian company specializing in luxury gifts, operates seven 
stores, three in Nassau and four in Freeport. The redecoration of some of these locations and injection 
of new product lines resulted in sales being up to budget. This company returned a reasonable profit in 
the first year of operation under the joint management with S.C.O.A. 


The projected autumn opening of the European department store in the International Bazaar, Freeport 
was delayed due to construction problems and it was officially opened on March 7, 1973. It is expected 
that this new addition to the International Bazaar will be very popular and management anticipates a 
good return on investment in future years. We are very pleased with our association with S.C.O.A. 


Bahamas Enterprise Trading Companies Overseas Limited, in which City Associated holds a 20% interest, 
experienced another profitable year and a modest dividend was received from this source during 1972. 
Management expects this trend to continue during 1973. 


City Associated reduced its long-term debt significantly in 1972. In February 1973 new arrangements 
were finalized with its bankers which allowed a consolidation of debts. This should permit City Associated 
to declare its first dividend in early 1974. 
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INTERSCAN LIMITED 


General Comments 


The operations of Interscan Limited, in which your Company has a 75% interest, improved dramatically 
during 1972. We are pleased to report that the Interscan Group attained a profit of $163,000 during 
1972 compared to a loss of $1,055,000 during 1971. Management is confident that operations will 
continue to grow from the base firmly established in 1972 and that a further increase in earnings will 
be achieved in 1973. 


As is shown in the accompanying financial statements sales increased from $2,220,000 in 1971 to 
$6,502,000 in 1972. The sales forecasted for the Interscan Group for 1973 are in excess of $7,500,000 
and a healthy cash flow is indicated commencing in the last half of this year. This cash flow will allow 
Interscan to reduce its overall debt position and decrease the effect of interest expense on earnings. 
Interest on loans in 1972 totalled $195,000. The Toronto-Dominion Bank, London, England is now 
assisting the Group by providing necessary bridge financing for systems being sold in the United 
Kingdom. 


Interscan continues to market a range of advanced products designed to improve efficiency of data entry 
into computer systems. 


Among these products are optical page and document readers, high speed optical journal tape readers 
and optical mark sense readers. Data entry systems requiring physical transcription of data to computer 
language are handled by Interscan’s System 2100 key to disc units. These systems are attractive to users 
of eight or more key punches and offer substantial improvement in operator economics combined 
with significant systems benefits. System 2100 can be programmed by the user and provides for some 
or all of the main editing and validation routines to be performed at the point of key entry. Interscan has 
installed in excess of one thousand System 2100 terminals. 


Interscan provides a comprehensive range of supporting services to users of its equipment. These include 
systems analysis and design, programming and customer engineering. These services are of the highest 
standard and are a major factor in the successful marketing of its equipment. In 1972 Interscan sold its 
systems to prominent insurance companies and banks and to various government departments in the 


United Kingdom, West Germany and Hungary. 


An indication of Interscan’s successful marketing ability is best illustrated by its increasing sales and order 
backlog. In the current year to March 15, the Group had installed or had orders on hand for systems for 
delivery aggregating $2,927,000 which is considerably higher than in the same period in the preceding year. 
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INTERSCAN LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet 
December 31, 1972 
(with comparative figures at December 31, 1971) 


Assets 


CURRENT ASSETS 


SS) | en ee ne ee ene et eter tt nee et RES RG CeL 
Accounts receivable and prepaid expenses................... 0000s 
Deposits on computer equipment (note 2).....................0005 


Income taxes recoverable......... 


Inventory of systems, at lower of cost and net realizable value.......... 


INVESTMENT IN AND ADVANCES 


TO OTHER COMPANIES, at cost less amounts written off......... 


FIXED ASSETS, at cost 


Automotive equipments. 26 3.2 aso A ee ee ee eee 
Computer input equipment... 0.00. Wee a ee eee 
Other equipment and: turmiture (2 ee ae eee 


Less accumulated depreciation (note 3)........... 0.0.0... 0 eee eee 


OTHER ASSETS 


Inventory of systems, at lower of cost and net realizable value.......... 
inventory of spare parts; at-cost or less.) 5 ee 
Deposit as surety on guarantee (note 4)............. 0.0.0... 0005. 
Distribution franchise, at cost less amortization (note 5)............ 
Due ‘trom -sharenolder(note’S) 25. eee eae a eee 


Approved by the Board: 
“D. W. KNIGHT”, Director 
7 REDO BELLE”. Director 
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1972 


$ 68,000 
1,178,000 


201,000 


1,447,000 


16,000 


59,000 
157,000 
136,000 


352,000 


107,000 


245,000 


26,000 
284,000 
163,000 

31,000 

24,000 


528,000 
$2,236,000 


1971 


$ 142,000 
428,000 
88,000 
4,000 


662,000 


96,000 
100,000 


196,000 


72,000 


124,000 


378,000 
187,000 
177,000 
52,000 
24,000 


__ 818,000 
$1,604,000 


Liabilities 1972 1971 


CURRENT LIABILITIES 


Bonk advances, secured, (note /) J... eas0. as cic eases a secs deus See cee-2. &: 558,000 

Accounts payable.and-accrued:- liabilities... 3. <..Te.s ag eee ee es 491,000 $ 515,000 
COMMIS < COROSITSHINOLES2 alte) cane aie ro ihn nen te AR eRe ere oped 62,000 129,000 
BUNvances rom parene COMPANY (NOE 97).aa2. oe. nce eeacee ences oee.ee. 1,064,000 
Bovances iomassociated COMPANY... 2.4, sia seh se dk wo eon Bede ge 864,000 941,000 
Pe EMC GLANCE SAD OVADIC M hat thant th Se ers Enid ee eee ee ks Ree aeeS 3,000 3,000 


1,978,000 2,652,000 


LONG-TERM DEBT 
Advances from parent company (note 7)....................0 0 eee eee 1,143,000 


Capital Stock and Deficit 


CAPITAL STOCK 
Authorized—1,000,000 shares without par value 
Issued ae OD ST ALOS yee ieee ene hc ase oe an. cs 5 360,000 360,000 
21) 2 LC ENS SRN sO MEEP on PA ERE ss Baap ve A, FR A ge 1,245,000 1,408,000 
(885,000) (1,048,000) 
$2,236,000 $1,604,000 


Auditors’ Report 


To the Shareholders of 
INTERSCAN LIMITED 


We have examined the consolidated balance sheet of Interscan Limited and its subsidiaries as at 
December 31, 1972 and the consolidated statements of income and deficit and source and application 
of funds for the year then ended. Our examination included a general review of the accounting pro- 
cedures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1972 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada Lame oe) ad Co. 


March 26, 1973. Chartered Accountants 


INTERSCAN LIMITED 


Consolidated Statement of Income and Deficit 
Year ended December 31, 1972 
(with comparative figures for 1971) 


1972 


SASS ave 6 ge veesiwcose wise Gueverpie She ceo ah ele ke ere Oreo eck ae See ee $6,502,000 


COStioP sales oe he rs he eR ee ra 4,450,000 


Gress profits cresyl CAs yee be Gace ak eee ee eee ee 2,052,000 


COMMISSION INCOME. .4 sooo OR ee ee ee cee ee 114,000 


2,166,000 


SellingrexDGNsSer., eee aes Sa ths ¥ Ee shed Doerr oO eee 558,000 
ENGING@EFNG/EXDENSES ss igs kit sc ls a Wek a Sie = ss ne een 574,000 


Systems and programming exDenses= 1c. oa. te sewer Sent eee 401,000 
Administration: Oxpensesmes vi aikc eu Aen 2 irc oe eke 502,000 
Bls]@]¢s1e (ch, 6) pang he ae ee eG et EY ore eer ine A deena SN ea He ey otc. 82,000 
Amortization ot-franchises «<- avenge. 4 nec Caeasers Stee ae aan eee een 21,000 
Interest on advances frommparenticompan Ver. <6 ..4 eee eee ee 79,000 
Interest.on advances from associated company... ....5% 454 sues aes 116,000 
Write-down ofinventonycot systems. 8. n.d: oh sak tne eons Jun eee 

2,333,000 
Less maintenance InCOMeG 2) ae ann tiec ck eeege ee orate ey se pny arie 332,000 

2,001,000 
Income (loss) before income taxes and extraordinary item................ 165,000 
INCOITie TaXeS Seek. eee Riea Meee ee om ie tne tik, cea, Semen one Cent nea sen eee aera 2,000 
Income (loss) betore-extraordinaryalteiicn aaee ene ear ee te ae eee 163,000 
Write down of investment in and advances to another company........... 


NET INCOMEGLE OSS) OR SCR 4 Ey Ieee ct creel rst waters cer me et ciao 163,000 


Deficit aL DEGiINNINGHOl VEO eg is aa none Cee teeae eee cee rene ene eee eee 1,408,000 
DERICHE AT? END AO EEN: BAR crete ieee attra eter cae ese ee ae $1,245,000 
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1971 


$2,220,000 


1,561,000 


659,000 
19,000 
678,000 


437,000 


369,000 
155,000 
382,000 
48,000 
21,000 
134,000 


106,000 


1,652,000 


153,000 


1,499,000 


(821,000) 
9,000 


(830,000) 
225,000 


(1,055,000) 


353,000 


$1,408,000 


INTERSCAN LIMITED 


Consolidated Statement of Source and Application of Funds 
Year ended December 31, 1972 
(with comparative figures for 1971) 


1972 
SOURCE OF FUNDS 
ETC OMMCT OF TNE. VEON onli nc a wie 0 dap ek we ee ae og rags Seis $ 163,000 
Items not involving current funds 
Pe Ore Cia Oia seisad cra eae eer Oe Lacan inn Linea ls aire Sia ae es hy ch 82,000 
EMOmIZAUOM OW anGMISCSog.in' ete viavs-3 4nd wrk Se Ost g per halos eee 21,000 
266,000 
POMOC AOS SLOUN IS earners A is. ot tr ce oe ie ig Fue teenie Be af 352,000 
OWGelen Geta ss. oC kt ish Ce oe ate Nr, Aad ee Meee een dua tats « 1,143,000 
MecOVvery-01 Geposit as surely on: quatantee .. 2264 wm ehaei oe Se Ges ee 69,000 
1,830,000 
APPLICATION OF FUNDS 
EO SSEDCLOFE 6 XTLaOKG INanys KEI n me sates tee manta, en) Reed te aia Sole ae 
Items not involving current funds 
DEMTOCIAlO Nee escuela anak mere ar Re PaISEN. Uae Boake Sind 
ANNOMUZANOMeOn MhANCHISGS sari akerue NTR eR Oe hae oat wets Gees 
VV KOsd OW Of ImiVENtOn On SYSICMIS. «olan arta G ie. cten cede qos 
FIXGUtASSOLS eet ee eRe Cee ae tees Mea ere hr ene, he ake t 203,000 
EA VERLORVROT SVSLCHI Sta stte es © ates tein te Sa S EIA RE ie get orn cos yee Mi 
LHe LORVIOLCSDale Dal S* Aaa kate ere a chat ron Roa eatade ance ace. 97,000 
Bepositias surety. om QUuaranioe mrs. casera cee eects an MMe Sco errgs 55,000 
Investment in and advances to another company...................0-. 16,000 
371,000 
Less deposits on computer equipment applied to operations 
MOT ROM ett ves eet en Paster oe Gye Pa oe SS Pee Sates cen pi tins reece ne =. ae 
be 2000) 
Increase (decrease) in working capital position......................00.0. 1,459,000 
Working capital deticiency at. beginning Of-yvear. 4... s2-6. ape cee oP es 1,990,000 
WORKING: CAPITAL DEFICIENCY7AT END OP YEAR®....4:-..c.-... S$ 031,000 


1971 


Nil 


$ 830,000 


48,000 
21,000 
106,000 


175,000 


655,000 
96,000 
183,000 
30,000 
15,000 
10,000 


989,000 


63,000 


926,000 


(926,000) 


1,064,000 


$1,990,000 
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INTERSCAN LIMITED 


Notes to Consolidated Financial Statements 
December 31, 1972 


1. Basis of Consolidation 


The consolidated financial statements include the accounts of all the company’s subsidiaries, all of which 
are wholly owned, as follows: 


Intercontinental Data Systems Limited 
Interscan Data Systems Limited 
Interscan Data Systems A. G. 
Interscan Data Systems (U.K.) Limited 
Interscan GmbH 


Translation of the accounts of foreign subsidiaries is as follows: 


(1) Current assets and current liabilities, at the prevailing rates of exchange as at the balance sheet date. 


(2) Fixed and other assets, income and expenses, at the average rates of exchange for the period that the 
assets were acquired and the income earned, except for certain transactions where the actual known 
cost in Canadian Dollars has been used. 


2. Deposits on Computer Equipment 


The companies’ policy is to include such deposits under ‘Other Assets” until such time as sales agreements 
are arranged, when they are transferred to current assets. 


Customers’ deposits are included in current liabilities until sales are completed. 


3. Depreciation 


Fixed assets are depreciated on a straight line basis at the following rates: 


Automotive equipment 25% 
Computer input equipment 15% to 20% 
Other equipment and furniture 10% to 334% 


4. Deposit as Surety on Guarantee 


In connection with the sale of certain equipment in 1969, £60,000 ($145,000) was deposited to secure 
repurchase obligations under certain conditions. This deposit, which bears interest at 10% per annum, is 
repayable in monthly instalments commencing June 1, 1973, sufficient to repay the full amount not later 
than August, 1974. Other similar deposits are repayable over a period commencing not later than July, 
1917.5: 


5. Distribution Franchise 


The Western Europe franchise for the distribution of Scan-Data optical character recognition systems is 
recorded as follows: 


1972 1971 
ile oh deen |) See Oe NO ERR, Lien ane ee ieee AER) Wh MRE A pss! Meco eer amend EKG OO De AS NOUL@O Od) 
ACCUMUTATCCsaIMOMIZALION: > cate pe eee a ee ee 73,000 52,000 


$ 31,000 $ 52,000 


The cost of the franchise is being amortized on a straight line basis over its five year term. 


Other distribution franchises in respect of products of General Computer Systems Inc., Almex A.B. and 
Optical Scanning Corporation did not involve any initial cost. 
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The franchise agreements contain provisions for termination if certain numbers of units are not purchased 
by specified dates. 


6. Due from Shareholder 


The amount due from a shareholder is receivable from a former officer of the company in respect of his 
subscription to shares of the company and of advances made to him. This shareholder has filed suit against 
the company in respect of amounts alleged to be owing to him for salaries and expenses and for damages 
for wrongful dismissal. The company denies the allegations, and has filed countersuit to collect the amount 
owing to it. The collectibility of the amount receivable depends on the outcome of the litigation. 


7. Advances from Parent Company—Coldstream Mines Limited 


By agreement dated March 26, 1973 Coldstream Mines Limited agreed to continue to provide the 
Company with financial support as follows: 


(a) To make advances as required up to a maximum of $1,500,000, including the present advances and 
present and future accrued interest, until June 30, 1974. The rate of interest on such advances which is 
now 10%% will be adjusted on September 26, 1973 and March 26, 1974 and will be at a rate 2% above 
the then prevailing Euro-dollar six month interest rate; 


(b) to guarantee bank advances not to exceed $750,000 to June 30, 1974 for temporary financing in 
respect of sale of all computer input systems in Europe provided acceptable financing has been arranged 
by purchasers to pay for the systems within 90 days of unconditional acceptance of the systems by the 
purchasers and 


(c) to continue its guarantee of advances from an associated company directly to Interscan until De- 
cember 31, 1973, which advances at December 31, 1972 amounted to $864,000. 


8. Income Taxes 


Certain of the subsidiary companies are subject to income taxes on their separate incomes, which cannot 
be offset for tax purposes by the losses of the parent company or of any other subsidiary. 


9. Other Information 


Direct remuneration of the company’s directors and senior officers (as defined by The Business Corpora- 
tions Act) from a subsidiary of the company was $42,000 (1971, $42,000). 
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